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The	impact	of	globalization	in	the	not	so	recent	past	has	been	nothing	short	of	 spectacular.	 Globalization	 is	 the	 progression	 that	 causes	worldwide	markets	 to	integrate	with	 one	 another.	We	 cannot	 assume	 one	 factor	 being	 the	 sole	 cause	 of	this,	 howsoever;	 there	 are	many	 different	 reasons	 for	 this.	 New	 technologies	 and	
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management	expertise	over	the	years	have	reduced	costs	of	various	products	in	the	United	 States	 over	 the	 last	 50	 years.	 Transportation	 and	 transaction	 costs	 have	reduced	as	a	result	of	this	integration	of	the	world	market.	These	costs	have	reduced	the	barriers	to	international	trade.			 Until	about	the	mid	1990’s,	the	globalization	on	the	distribution	of	 jobs	and	income	in	the	country	had	positive	impacts.	Advanced	economies	were	growing	at	a	steady	 rate	 of	 about	 2.5	 per	 cent,	 and	 the	 different	 types	 of	 job	 opportunities	seemed	to	have	been	increasing.	Due	to	the	integration	of	markets,	imported	goods	around	the	world	become	cheaper.	This	had	positive	 impacts	on	consumers	 in	not	only	 developed	 countries	 like	 the	 United	 States	 but	 on	 many	 other	 developing	countries	 around	 the	 world.	 As	 Developing	 countries	 become	 wealthier,	 the	economic	 structures	 of	 these	 countries	 change	 due	 to	 the	 change	 of	 allocation	 of	using	various	comparative	advantages.	These	countries	now	produce	certain	things	that	were	exclusively	produced	by	developed	economies	a	few	decades	ago.	Most	of	these	 countries	produce	 these	 things	 at	 a	 faster	pace	 and	 at	 a	 considerably	 lower	cost.	Hence,	globalization	affects	the	price	of	goods,	 job	patterns	and	wages	almost	everywhere	in	the	world.	It	changes	the	structure	of	individual	economies;	however,	it	 changes	 different	 economies	 in	 different	 ways.	 There	 is	 a	 growing	 increase	 in	growth	rates	for	developing	countries.	For	example,	China	has	grown	at	more	than	7	per	cent	per	year	for	the	last	25	years	or	more.	Developing	countries’	income	levels	have	accelerated	 to	 the	point	where	 they	have	congregated	 towards	 those	 income	levels	 in	 the	 developed	 economies	 of	 the	 global	 economy.	 There	 has	 been	
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accelerated	 growth	 on	 the	 emerging	 developing	 economies,	 which	 has	 had	 a	definitive	impact	on	the	global	economy.		





States.	This	method	takes	into	account	the	life	of	every	certain	type	of	software.	Technological	development	was	measured	by	the	IMF	working	paper	by	a	share	of	information	and	communications	technology	(ICT)	capital	in	the	total	capital	stock.	This	share	has	risen	in	the	last	two	decades	across	every	income	level	(Jaumotte,	et.al,	2013).	It	is	an	important	variable	in	the	IMF	working	paper	analysis	as	it	plays	a	key	role	in	being	interconnected	with	globalization.	This	paper	uses	ICT	capital	produced	domestically	in	the	United	States	as	a	percentage	as	a	proxy	of	technology	to	distinguish	between	globalization	and	technology.			Looking	at	the	output	is	a	relevant	measure	of	the	size	of	a	company,	industry	or	economy.	However,	a	better	way	to	determine	its	added	value;	which	is	the	goods	and	services	it	produces	and	it’s	cost	of	inputs.	The	costs	of	inputs	could	be	the	price	of	raw	materials,	energy	used,	and	energy	consumed.	Even	the	transportation	costs	between	the	phases	of	the	production	cycle	can	be	relevant.	Goods	and	services	are	often	purchased	as	immediate	inputs	from	other	companies	or	industries.	The	value	added	produced	by	all	the	industries	of	a	particular	economy	add	up	to	the	countries’	GDP.			Employment	opportunities	and	incomes	have	been	rising	for	highly	educated	people	 in	 the	 United	 States.	 However,	 these	 opportunities	 are	 fading	 away	 for	people	 who	 are	 less	 educated.	 These	 trends	 have	 been	 stagnant,	 and	 we	 see	 no	reason	 to	 believe	 that	 they	 will	 change	 any	 time	 soon.	 Here,	 we	 see	 the	 distinct	effects	of	globalization	on	income	inequality	and	how	it	affects	different	 industries	
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Another	consequence	of	income	inequality	in	the	United	States	is	that	there	is	a	limitation	upward	mobility	amongst	top	executives	of	a	lot	of	the	more	valuable	firms	in	the	United	States.	Corporate	CEO’s	in	the	United	States	enjoy	record	levels	of	compensation,	and	in	turn,	the	middle	class	is	affected	negatively.	The	middle	class	experiences	stagnant	and	low	wages.	The	reduction	of	a	lot	of	the	benefits	of	the	middle	class	is	also	threatened.	This	is	where	the	study	focuses	on	unionization	in	the	United	States.	A decline in union membership, which is measured by the 
unionization rate, can reduce the bargaining power that unions have. This would in turn 
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GINIt = β0 +β1UNIONt +β2TRADEt +β3ICTt +β4GDPpct +β5GDPpct2 +εi
	Where,	GINIt is	 the	 income	 inequality	 coefficient,	 over	 a	 time	 period	 of	 35	 years.	
β1UNIONt represents	 the	Unionization	 rate	 of	workers	 employed	 in	 unions	 across	the	 United	 States.	 β3ICTt expresses	 the	 Information	 and	 Communication	Technology	 Investment	 variable	 described	 above.	β2TRADEt 	denotes	 Openness	 to	







(Model 1) (Model 2) (Model 3) (Model 4) (Model 5) 
VARIABLES GINI GINI GINI GINI GINI 
      
UNION -0.317 - - - -0.812*** 
 (0.342) - - - (0.0605) 
TRADE 0.0542 - 0.159*** - - 
 (0.0754) - (0.0341) - - 
ICT 0.181** - 0.276*** 0.172*** - 
 (0.0776) - (0.0445) (0.0627) - 
GDPpc -8.28e-07 1.46e-06** - 1.07e-
06*** 
- 
 (1.41e-06) (7.05e-07) - (2.26e-07) - 
GDPpc2 0 2.29e-12 - - - 
 (0) (1.00e-11) - - - 
Constant 0.413*** 0.372*** 0.302*** 0.340*** 0.542*** 
 (0.0937) (0.0111) (0.00809) (0.0112) (0.00893) 
      
Observations 37 37 37 37 37 
R-squared 0.891 0.856 0.881 0.882 0.837 
Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
 
*** represents 1% of significance  
** represents 5% of significance  


































VARIABLE	 VIF	 1/VIF	GDPpc	 184.40	 0.005	GDPpc2	 91.48	 0.010	Unionization	 42.25	 0.023	Trade	 11.68	 0.085	ICT	 7.26	 0.137		
	
Table	3:		VIF	Test	for	Income	Inequality	with	model	2	Mean	VIF:	38.35		
VARIABLE		 VIF	 1/VIF	GDPpc	 38.35	 0.026	GDPpc2	 38.35	 0.026		
	
Table	4:		VIF	Test	for	income	Inequality	with	model	3	Mean	VIF:	2.41		
VARIABLE		 VIF	 1/VIF	Trade	 2.41	 0.414	ICT	 2.41	 0.414		
	
Table	5:		VIF	Test	for	Income	Inequality	with	model	4		Mean	VIF:	4.82		
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